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SUBJECT: MIXED CREDITS 

1 . WE HAVE RECEIVED A NOTIFICATION UNDER THE INTERNATIONAL 
ARRANGEMENT ON EXPORT CREDITS THAT THE GOF WAS PROVIDING A 
MIXED CREDIT TO MEXICO FOR THE PROCUREMENT IN FRANCE OF 
GOODS AND SERVICES NEEDED IN CONNECTION WITH THE EXTENSION 
OF THE MEXICAN MASS TRANSIT SYSTEM. 

2. THE MIXED CREDIT HAS A TOTAL VALUE OF 993 MILLION 
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FRANCS (APPROXIMATELY $210 MILLION) WITH THE GOF LOAN TO 
BE REPAID IN 16 ANNUAL INSTALLMENTS AT 3.5 PERCENT INTEREST 
WITH A FOUR- YEAR GRACE PERIOD; THE PRIVATE CREDIT IS 
GUARANTEED BY THE GOF WITH REPAYMENT OVER 10 YEARS IN 
EQUAL SEMI-ANNUAL INSTALLMENTS. THE GRANT ELEMENT OF THIS 
MIXED CREDIT TRANSACTION IS 15.2 PERCENT. 

3. EMBASSY IS REQUESTED ADVISE DE MOREL THAT IN OUR VIEW 
USE OF MIXED CREDIT IN THIS TRANSACTION CONSTITUTES OB- 
JECTIONABLE USE OF MIXED CREDIT SYSTEM WHICH CAN ONLY 
CREATE RESENTMENT ON PART OF US EXPORTERS AND INCREASE 
PRESSURE BY US BUSINESSMEN AND CONGRESS FOR USG TO EMULATE 
FRENCH ACTION. THIS WOULD BE SERIES OF 

OF NO BENEFIT TO FRANCE OR THE US. IN OUR VIEW ADVANCED 
DEVELOPING COUNTRIES SUCH AS MEXICO SHOULD NOT RPT NOT BE 
RECIPIENTS OF MIXED CREDIT. PARTICULARLY IN CONNECTION 
WITH A TRANSACTION WHICH HAS SUCH COMMERCIAL SIGNIFICANCE. 

4. GOF HAS TENDED TO JUSTIFY ITS USE OF MIXED CREDITS AS 
AN INTEGRAL ASPECT OF ITS AID PROGRAM. THIS PARTICULAR 
MIXED CREDIT TRANSACTION APPEARS UNRELATED TO OVERALL AID 
PROGRAM AND SEEMS A CLEAR CASE OF THE GOF SEEKING TO USE 
AN AID LOAN WITH A GRANT ELEMENT OF 41.96 PERCENT TO OBTAIN 
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A SUBSTANTIAL AMOUNT OF RELATED COMMERCIAL BUSINESS. 

5. THIS ACTION MAY PROVIDE EXPENSIVE AND WASTEFUL 
COMPETITION SINCE THE EXPORT IMPORT BANK WILL CONSIDER 
MATCHING THIS MIXED CREDIT. THIS ISSUE ONLY HIGHLIGHTS 

THE IMPORTANCE OF FURTHER INTERNATIONAL EFFORT TO CONTROL 
THE USE OF MIXED CREDITS. WE HOPE THAT THE GOF WILL GIVE 
SERIOUS CONSIDERATION TO THIS MATTER AND TO SUPPORTING A 
MAJOR IMPROVEMENT IN THE HANDLING OF MIXED CREDITS WHEN 
REVIEW OF THE PRESENT CONSENSUS BEGINS IN THE FALL. VANCE 
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